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Securing the future of the Graduate Union—the Gladstone project

Frequently Asked Questions

Why is the Gladstone redevelopment project being proposed?

The Graduate Union needs to change. Our current operations are not financially sustainable and without
transformation the organisation will be forced to wind down. Council has committed in our Strategic Plan
to find a pathway to keep the GU going.

We have many challenges. Primarily, we urgently need to solve our mortgage debt problem. Also, our
facilities are aging and need substantial upgrades. And our membership profile is aging, without younger
members coming through.

Why are our operations now described as financially unsustainable?

Our accommodation and meeting services are unable to generate the revenue needed to meet our
financial obligations (including servicing our substantial debt).

The net surpluses reflected in our financial reports have been driven by asset revaluations. Our financial
accounts have always been managed in accordance with Australian accounting standards and
independently audited each year. The recognition of certain items such as property revaluations (our
increasingly valuable land) have obscured the underlying cashflow deficits.

Can the GU continue to run accommodation and hospitality services?

Our recent history shows that we are not operating these services profitably. The scale of our
accommodation and meeting services offerings are simply too small to be efficient. Our facilities were built
for a different era, and they are now out-of-step with contemporary market expectations.

But aren’t residential services part of our core purpose?

Actually, no. Accommodation is not a core purpose or mission of GU. Our mission is:
‘To support Graduates with a commitment to lifelong education and a passion for the exchange of ideas.’

Council decided to provide residential services in the 1960s when there was little dedicated
accommodation available. We now have many competitors who manage much larger, newer and more
modern facilities than ours. And, management of compliance issues is becoming increasingly onerous.

Can we carry on operating as normal?

No. Recent cash-flow analysis shows that with current operations, our recurring operating deficits (around
$400,000 per year) will continue and, in fact, quickly increase. We are unable to substantially grow our
operations’ profitability: residential occupancy is already high; meeting services demand is declining; and
even more so for catering. In mid-2028 our mortgage facility is required to be repaid in full.

What is GU’s debt situation?

We currently have approximately $12 million in debt, with the mortgage capped at $14 million. Modelling
shows that to cover our future costs, we will need to draw down more debt, up to the cap of $14 million.

Won’t selling the off-site apartments solve the debt problem?

No. They are likely to generate about $3.5 million, which is being paid into our mortgage to reduce the
loan. The sales will help, but still leave us with a substantial debt.
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When do we have to pay off the debt?

Our debt was recently favourably restructured as a three-year interest only commercial facility.
The facility is repayable in full on the Final Repayment date — 31/07/2028.

The terms of the loan were determined on the basis that the Gladstone project will proceed.

There are only two options to pay off the debt: proceed with the Gladstone project, or permanently sell our
properties.

Wasn’t there a plan for GU to redevelop part of our site ourselves?

Yes. We designed a redevelopment of the northern terraces and secured a planning permit, but were
unable to find finance to deliver the project. Our CEO spent over a year exploring all possible options,
including philanthropy, but we were unable to raise the funds (in large part because of the debt we were
already carrying).

Why are we pursuing the Gladstone project?

Because it allows the GU to continue as an organisation. Engaging with a development partner in a ground
lease will generate substantial funds, allowing us to pay off our debt, while we keep ownership of our land.

What is a Ground Lease (GL) redevelopment?

In a ground lease the landowner (GU) leases the site to a development partner for the term of the lease —
up to 99 years. During the lease the partner has the use, control and responsibility for the land, including
constructing new buildings and managing their operation. The partner pays all costs associated with their
use. The lease is controlled by a specially drafted contract between the GU and the Partner.

This commercial strategy is supported by the development industry and financial markets.

What is the benefit of a Ground Lease?
The unique benefit of the ground lease is that we retain ownership of all our properties.

Because of its long duration the lease fee payment (to GU) may be similar to the sale value of our land.
Critically though, when the lease expires, use of the land and buildings returns to GU.

At that time the GU could again lease out the site, for another major financial payment, or choose to use
the land and buildings to suit our purposes.

What is the (estimated) value of our properties?

In 2025 the Leicester Street properties (excluding the off-site apartments) were valued for the purposes of
our loan renewal at $39.5 million. Commercial property values have since ‘softened’. This will have some
impact on the actual fee the GU would receive in a deal.

Why do we need to engage with a development partner now?
There are three important time pressures:

1 Our Debt: because our operations are not financially sustainable, we are unlikely to be able to
renegotiate our mortgage when it expires in July 2028, unless we have the redevelopment contract in
place. Any new debt agreement will require substantial loan principal repayments.

The ground lease contract will enable us to pay off the debt in full.
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2 The Planning Permit: The Permit has unique, time-limited value. Because it was issued before
planning controls changed, it allows a higher building than would otherwise be possible today — an
opportunity valued by developers.

The permit will expire if construction does not start by 31 July 2028. We have already had the permit time
period extended once. It is highly unlikely that we would get approval to extend the Permit again.

Our site value will reduce if the permit expires unused.

3 Market Offers: since 2024 we have sought market offers through two Expression of Interest
rounds. We currently have a short-list of viable proposals. If we do not proceed now, we will suffer
reputational damage meaning developers will be unlikely to take part in any future invitations.

Getting the project off the ground will take all of the next 18 months, requiring us to make a decision now.

Have options other than a Ground Lease been considered?

Yes. Council has investigated many options, which proved to be either unfeasible or not in GU interests.
These included:

e Operational adjustments to address net cash-flow deficits
e Sale of part or all of our properties, such as the northern Terraces
e Partnership with another institution(s)

None of these options were found to provide a concrete solution to our challenges.

What are the Next Steps?
Council is looking to appoint a Preferred development Partner from the shortlist of suitable proposals.

We will then start a Due Diligence process to finalise the details and price of the agreement. If the offer is
acceptable, contracts will be written and signed in early 2027.

What is a ‘Due Diligence’ process?

Due Diligence (DD) is a formal period where both parties work together to confirm all aspects of the
arrangement. This will require about three months and involves:

e The developer finalising details of their development scope, cost and offer to GU.
e GU undertaking independent evaluations and assessment of the development offer to ensure it is
in our best interests.

The cost of Due Diligence will be borne by each party. GU will have independent legal, financial,
construction cost and property valuation advice to inform our assessment.

What will happen during the development process?
In 2027 the developer will do their design and permits processes to prepare for construction.

Construction is likely to start in early to mid-2028, taking around three years (to be confirmed). During this
time the GU will transition to a new mode of operation.
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What does this mean for the GU?
The Graduate Union is going to change.

First and foremost, residential services at Graduate House will likely cease at the end of 2027. GU will help
our residents to find alternative accommodation, which may include other sites managed by the
development partner.

Membership services and activities will continue from alternative spaces. A significant program of planning
and development with members over the next 18 months will shape our future activities.

What will the development look like once it is finished?

The new development will likely be an 8-10 storey building, revolving around student accommodation,
along with some retail, cafés or restaurants. Other facilities may be included depending on the needs of the
development partner and GU. Whatever is built will be a high quality ‘landmark’ design integrating
environmental sustainability. Designs will be shared with members when available.

Will the Graduate Union have a ‘home’ in the development?

Council is negotiating with our shortlisted developers to include a ‘clubhouse’ space of approximately
500m?2. This would allow for a lounge, bar, meeting and seminar rooms, support spaces and administration.
This is estimated to cost the GU $6-7 million. Council will seek members’ input on this proposed facility, as
part of our forthcoming consultation. We are also discussing the possibility of access to accommodation for
members and visiting affiliate members, using the Partners facilities.

What does all this mean for our finances?

The ground lease arrangement enables us to clear our debt and establish a healthy investment fund. This
will flip the GU’s financial position from precarious to a more secure and stable state. In this new model our
operations will be funded by our investment returns, instead of proceeds from trading activities.
Additionally, we will maintain ownership of our properties, currently worth around $40 million.

What will the GU be if it doesn’t run accommodation?

This is the most exciting part of this ambitious project! The 3-4 year transition process (starting 2027) gives
us the time to engage with members and stakeholders to explore and develop our programs to serve our
mission and purpose. Council sees many opportunities, such as:

e Expanding our events programming

e Exploring international partnerships and collaborations

e Finding deeper ways to support study and research, and

e Strengthening connections and networks throughout the membership.

We are looking forward to exploring these and other ideas with members.

How can | enquire or discuss this project with GU Council?

Should you have any questions about this please email: secretariat@graduatehouse.com.au

Councillors and committee members are unable to discuss details of the ground lease process due it being
‘commercial-in-confidence’. There will be various opportunities to discuss the project and our future in the
second half of 2026 and beyond. We welcome your input.
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